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wALDO J MORET. dR.. CPA

INDEPENDENT AUDITORS' REPORT

Board of Commissioners
New Orleans Redevelopment Authority
New Orleans, Louisiana

We have audited the general purpose financial statements as listed in the Table of Contents
of the New Orleans Redevelopment Authority (NORA) as of and for the vear ended
December 31, 1997, These gencral purpose financial statements are the responsibility of
NORA's management. Our responsibility is to express an optnion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in _Government Auditing Standards,
issued by the Comptroller General of the United States; and the provisions o1 OMB Circular
A-133. Audits of States, Local Governments, and Not Profit Organizations. Those standards
and provisions require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are tfree of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes assessing the

accounting principles used and significant estimates made by management, as well as
evaluating the overall general purpose financial statement presentation. We belteve that our

audit provides a rcasonable basis for our opinion.

In our opinion, the general purpose financial statements as listed 1n the Table of Contents
present fairly, in all material respects the financial position of the New Orleans
Redevelopment Authority as of December 31, 1997 and the results of its operations for
the year then ended 1n conformity with generally accepted accounting principles.

650 S. PIERCE ST./SUITE 203, NEW ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296




INDEPENDENT AUDITORS' REPORT
(CONTINUED)

Board of Commuissioners
New Orleans Redevelopment Authority
Page 2

In accordance with Government Auditing Standards, we have also 1ssued a report dated
Scptember 1, 1998 on our consideration of NORA''s internal control over {inancial reporting
and our tests of its compliance with certain provisions of laws, regulations contracts and
orants.

Y

BRUNO & TERVALON
CERTIFIED PUBLIC ACCOUNTANTS

Scptember 1, 1998

Bruno
& Tervalon

CERTIFIED PUBLIC ACCOUNTANTS
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NOTE 1 -

— o o — —

NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS

Backeground and General Data:

Background

The New Orleans Redevelopment Authority (NORA) exists under the
authority contained 1n Act No. 170, as amended, as passed by the Louisiana
Legislature in 1968. The Authority was formulated as a program by the City
of New Orleans for the utilization of appropriate private and public resources
to eliminate and prevent the development or spread of slums; to provide
decent, safe and sanitary dwellings for families of low income; to allow the
creation and organization of a community improvement agency; to allow the
rchabilitation, clearance and redevelopment of slums and blighted areas in the
City of New Orleans in accordance with community improvement plans or
projects approved by the governing body of the City of New Orleans; to
define the duties, liabilities, exemptions, authority and functions of such
community improvement agency, including the acquisition of property by
negotiation, gift or expropriation, the disposition of property by sale or lease,
the 1ssuance of bonds, borrowing of money and giving of security therefore
and to allow bonds 1ssued to be legal investments for banks and fiduciaries;
to provide for nottcc and hearing; to authorize entering into agreements to
secure Federal aid; to authorize public bodies to furnish funds, services
facilities and property in aid of community improvement projects and related
activities hereunder; and to provide that securitics issued and properties while
held by the New Orleans Redevelopment Authority shall be exempt from
taxation.

On July 7, 1994, the Louisiana Legislature passed Act No. 65 which amended
Act No. 170 that created the New Orleans Redevelopment Authority. Act
No. 65 effectively changed the name of the Community Improvement Agency
to New Orleans Redevelopment Authority. In addition, the Board of
Commissioners also adopted a resolution approving the name change.
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 1 -

Background and General Data, Continued:

General

As of December 31, 1997, NORA was primarily engaged in the following
Programs:

O

O

Section 8 - Moderate Rehabilitation Program

Blighted Property Removal Program

Section 8 - Housing Assistance Payments Program
(Southwood Patio Homes)

Section 8 - Housing Assistance Payments Program
(YMCA)

Shelter Plus Care Program

New Orleans Redevelopment Authority provides housing assistance
payments on behalf of eligible families leasing safe, decent, and sanitary
units from the owners of the property. The housing units are designed
specifically for non-elderly families. NORA has entered into a Housing
Assistance Payment Contract with HUD where HUD 1is to provide
financial assistance to NORA for the purpose of making the housing
assistance payments.

The Housing Assistance Payment Contract (Southwood Patio Homes) was
originally entered into between the Housing Authority of New Orleans
(HANO) and HUD in March 1983; however, effective May 1992, HANO
transferred the administration of the contract 10 NORA. The gencral
purpose financial statements reflect only the activities undertaken by
NORA, effective on the date of the transfer of the Southwood Patio
Homes Contract.




NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 1 -

Background and General Data, Continued:

General, Continued

A bricf description of each program follows:

o Section 8§ - Moderate Rehabilitation Program

Under this program, owner-investors of rental units for low to moderate
income citizens, can receive special assistance to bring multi-family units
up to city code standards and improve energy efficiency, if thesc units arc
in disrepair. Through Annual Contribution Contracts, the Section 8
Moderate Rehabilitation Program provides funds from HUD for the
purpose of upgrading substandard units. Also, rents for low to moderate
income citizens are subsidized in order to minimize displacement.

Under the provisions of HUD's Section 8 program, a certain percentage of
all units to be upgraded must be set aside for the elderly and handicapped.

Blighted Property Removal Program

The blighted property removal program is designed to provide for the
rehabilitation and/or demolition and removal of buildings and other

improvements whose phystcal conditions render them detrimental to the
safety and welfare of the public at large, and whose existence directly -
threatens the physical, social and economic stability of the surrounding
neighborhood facilities and jeopardizes the well-being of the c¢ntire

community.

The program provides for technical asststance and/or financial assistance
for rehabilitation, as may be available, to the existing property owner.

The program is administered by NORA under contract with the City of
New Orleans.
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUEID

NOTE 1 -

NOTE 2 -

Background and General Data, Continued

General, Continued

O

Housing Assistance Payment Program - Southwood Patio

Under this program, NORA provides an oversight of the administration
of the activities of the owner in the provision of rental units to eligiblc

program participants.

Section 8 - Housing Assistance Payments (YMCA)

In 1995, NORA was awarded forty-five (45) additional certificates by
HUD for eligible participants in the housing assistance payments program.

Shelter Plus Care Program

The Shelter Plus Care Program is designed to develop viable urban
communtities including decent housing and suitable living environments
and expanding economic opportunities, principally for persons of low and

moderate income.

The program is administered by NORA under contract with the City of
New Orleans.

Summary of Significant Accounting Policies:

I‘inanctal Statement Presentation

Certain reclassifications have been made to the prior year's financial
statements to conform to the current year's presentation.

11




NOTES

NOTE 2 -

NEW ORLEANS REDEVELOPMENT AUTHORITY
TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

Summary of Significant Accounting Policies, Continued

Financial Reporting Entity

NORA exist under the Authority contained in Act No. 170 as amended, as
passed by the Louisiana Legislature 1n 1968 and subsequently amended by
Act No. 65 passed in 1994. NORA has the power to sue and be sued, and
make rules and regulations for its own government consistent with the laws
of the State of Louisiana and the City of New Orleans."

Government Accounting Standards Board (GASB) Statement No. 14, "the
Financial Reporting Entity established standards for defining and reporting on
the financial activity. GASB 14 indicates that the focal point for identifying
the financial reporting entity is the primary government, which 1s considercd
to be any state government or general purpose local government or a special-
purpose government that meets all of the following criteria: a) has a separately
elected governing body; b) is legally separate; and ¢) is fiscally independent
of other state and local governments.

NORA was established as a separate, legal entity with a governing board
which 1s separate and independent of any other governmental "reporting
entity” as defined by GASB 14. Accordingly, management has concluded that
NORA is a financial reporting entity within the meaning of the provisions of
GASB 14.
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 2 -

Summary of Significant Accounting Policies, Continued

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures during the
reporting pertod. Actual results could differ from those estimated.

Basis of Presentation

The accounts of NORA are organized on the basis of funds or account
groups, each of which is considered a separate accounting entity and is
maintained for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special regulations, restrictions or
imitations. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, liabilities, fund balance,

revenues and expenditures.

The accompanying financial statements have been prepared in conformity
with generally accepted accounting principles as applied to governmental
Untts. |

Governmental Funds

Governmental funds are those through which most governmental functions of
NORA are financed. The acquisition, use and balances of NORA's
expendable financial resources and the related liabilities are accounted for
through governmental funds. The measurement focus is upon determination
of changes in financial position, rather than upon net income determination.
The following are NORA's governmental funds:

13



NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 2 -

Summary of Significant Accounting Policies, Continued

General Fund - The general fund is the general operating fund of NORA. It

is used to account for all financial resources except those required to be
accounted for in other funds.

Special Revenue Funds - Special revenue funds are used to account for the
proceeds of specific revenue sources that are legally restricted to expenditures
for specified purposes.

Account Groups - Account groups are used to establish accounting control
and accountability for NORA's general fixed assets and outstanding
obligations, respectively. They are self-balancing group of accounts that are
concerned only with the measurement of financial position, not with the
measurement of results of operations. The following are NORA's account
OroUpS:

General Fixed Assets Account Group - This group of accounts is established
to account for fixed assets of NORA (primary government only). The fixed
asscts of governmental funds are recorded as expenditures at the time they are
purchased or constructed, and the related assets are capitalized or reported 1n
the general fixed assets account group.

General Long-Term Obligations Account Group - This group of accounts is
established to account for long-term obligations of NORA.

Basis of Accounting - All governmental funds are accounted for using the
modified accrual basis of accounting. Their revenues are recognized when
susceptible to accrual (i.e., both measurable and available). Available means
currently due and expected to be collected within the next twelve months.
Revenues not considered available are recorded as deferred revenues.
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability 1s incurred, 1f measurable, except
for vacation and sick leave and claims and judgments which are recognized
when paid. Prepaid insurance and similar items are not normally recorded as
assets.

14
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 2 -

Summary of Significant Accounting Policies, Continued

Investment earnings are recorded as earned since they are measurable and
available.

In applying the "susceptible to accrual" concept to intergovernmental
revenues, the legal and contractual requirements of the individual programs
are used as guidance. There are essentially two types of such revenues. In
one, monies must be expended for the specific purpose or project before any
amounts will be reimbursed to NORA; therefore, revenues are recognized
based upon the expenditures recorded. In the other, monies are virtually

unrestricted as to purpose of expenditure and are usually revocable only for
failure to comply with prescribed compliance requirements. Such revenues

are recognized at the time of receipt or earlter if the "susceptible to accrual”
criteria are met,

Fund Accounting

The accounts of NORA are organized into three basic funds. A description
of these funds and the accounts contained therein folows:

o General Fund - The General Fund is used to account for all financial
resources that are not required to be accounted for in another fund. These
funds are used to pay the costs of certain expenditures that are not
budgeted for in other programs and/or funds. '

o Special Revenue - Annual Contribution Contracts Fund - This fund is
used to account for the activities of the Section 8 Moderate Rehabilitation
Program. Monies are received from HUD related to housing assistance
payments and certain administrative costs incurred by NORA in
administering the HUD projects.

15



NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 2 -

Summary of Stgnificant Accounting Policies, Continued

o Special Revenue - City of New Orleans - Division of Housing and
Neighborhood Development - These funds are used to account for
Communtty Development Block Grant (CDBG) funds received {rom the
City of New Orleans. CDBG funds are provided under contracts between
the City of New Orleans and NORA for administrative costs, land
acquisition and development expenditures, shelter plus care and blighted
property removal programs.

Cash and Temporary Cash Investments

NORA’s cash and temporary cash investments are considered to be cash on

hand and demand deposits. NORA may invest primarily in U.S. obligations
dictated by HUD.

Amounts Receivable

Amounts recelvable are stated at net realizable value as required by generally
accepted accounting principles. At December 31, 1997, amounts receivable
written-off'1s $12,691.

L.and and Equipment

Land and equipment are recorded at cost. When assets are rctired or
otherwise disposed of, any resulting gain or loss is reflected in income for the
pertod. In addition, costs associated with certain property acquired with
CDBG funds received from the City of New Orleans are reflected as program
costs to the respective programs. The property inventory is accounted for by

the City of New Orleans. Depreciation has not been provided on general fixed
assets.
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINULED

NOTE 2 -

!

Summary of Significant Accounting Policigs, Continued

Compensated Absences

NORA follows Louisiana Civil Service regulations for accumulated annual
and sick leave. Under those regulations, employees may accumulate up to
three hundred hours of annual leave which may be recetved upon termination
or retirement. Sick leave hours accumulate, but the employee 15 not paid for
them if not used by his/her retirement or termination date.

The cost of current leave privileges computed in accordance with GASB
Codification Section C60, 1s recognized as a current-year expenditure in the
governmental funds when leave 1s actually taken or when employees (or heirs)
are paid for accrued leave upon retirement or death. The cost of leave
privileges not requiring current resources is recorded in the general long-term
obligations account group.

Budgetary Data

NORA does not formally adopt or utilize a budget for its General Fund,
except for the Blighted Properties and Shelter Plus Care programs. Budgetary
data for its Special Revenue Funds, Blighted Properties and Shelter Plus care
programs arc submitted and approved annually by the applicable funding
sources 0f NORA.

Because the budgets in the Special Revenue Funds are prepared on a modified
accrual basis, no differences in budget basis and GAAP basis occur {or those

funds.

Total Columns on Combined Statements

The total columns on the combined statements are captioned "Memorandum
Only" to indicate that they are presented only to facilitate financial analysis.
Such data 1s not comparable to a consolidation. Interfund eliminations have
not been made in the aggregation of this data.
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NEW ORLEANS REDEVELOPMENT AUTHORITY
NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 2 - Summary of Significant Accounting Policies, Continued

Comparative total data for the prior year has been presented in the
accompanying combined financial statements to provide an understanding of

changes in NORA's combined financial position and operations. However,
comparative data (i.e., presentation of prior year totals for each fund source)
have not been presented in each of the statements, since their inclusion would

make the statements unduly complex and difficult to read.

NOTE 3 - Amounts Receivable:

Amounts receivable at December 31, 1997 includes $30,997 due from
previous owners who participated in the Housing Assistance Program.

The amount is a part of the result of an Inspector General (IG) audit finding.
However, subsequent to the audit, NORA has provided additional documents
to substantiate a larger amount of the rehabilitation cost originally disallowed.

In addition, NORA appealed the rent calculations as per the IG's report.
Subsequent to the appeal, an adjustment by the IG has reduced substantially
the disallowed cost. The amount due from previous owners in the program,
represents what the IG determined to be overpayments.

18
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NEW ORLEANS REDEVELOPMENT AUTHORITY
NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 4 - Cash and Temporary Cash Investments:

At December 31, 1997, NORA's cash balances totaled $1,012.,401. _These
deposits and financial instruments are stated at cost, which approximates
market.

Under state laws, these deposits must be secured by federal deposit insurance
or the pledge of securities owned by the fiscal agent bank. The market value
of such pledged securities and federal deposit insurance must equal or exceed
the amount on deposit with the fiscal agent. These securities are held by the
fiscal agent bank in the name of NORA.

At December 31, 1997, the carrying amount of NORA's deposits was
$1,012,401 and the cumulative bank balance was $1,188.,704. The bank
balances are covered by federal depository insurance and collateral held by the
pledging institutions' agent in NORA's name.

The temporary cash investments are categorized as Category 1.

NOTE 5- Land and Equipment:

As of December 31, 1997, land and equipment consisted of the following:

Balance Balance
December 31, December 31,
1996 _ Additions Retirement 1997
l.and $42.217 $-0- $-0- $42.217
Equipment 34,026 -0- -0- 34.026
Total $76.243 $-0- $-0- $76.243
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 6 -

NOTE 7 -

Reserved Fund Balance;:

The reserved fund balance represents residual funds from the completed
Projects A-2 and R-15. The fund primarily consists of deposits on land for
Project A-2; retainage for contract work; relocation funds and annual leave
accrued for employees under the Comprehensive Employment Training Act.
At December 31, 1997, no final determination has been made regarding the

disposition of the funds. Also, see Note 9.

Due To/lrom Other Funds:

As of December 31, 1997, interfund receivables and payables that resulted
from various interfund transactions were as follows:

Due from Due to
Other Funds Other Funds
Genera! Fund $ 446,018 $ 315,488
HUD Annual Contribution
Contracts Fund 1,982,892 1,597,671
Blighted Properties/
Administrative Fund 57,663 573,435
Community Development
Rehabilitation Program Fund - 193,800 159,217
Land Acquisition and
Development Funds 1,024 34,882
Shelter Plus Care Program 6,856 -0-
Desire Square Fund 19.221 26,781
Total $2,707.474 $2,707.474
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 8 -

NOTE 9 -

NOTE 10 -

NOTE 11 -

Grants Receivable:

At December 31, 1997 grants receivable consist of $17,61 1 due from the City
of New Orleans to accommodate cost incurred over budgeted funds in the
operation of the Blighted Properties/Removal program.

Restricted Cash - I.and Acquisition and Development Funds :

The Board of Commissioners of NORA, restricted the use of cash proceeds
rece1ved from the sale of property accounted for in the Housing Development
Coordination and Production Fund. The use of the funds is limited to the
purchase of additional properties to be sold to qualified purchasers. At
December 31, 1997 the amount of cash restricted was $174,291. Also, sce
Note 6.

Related Party I eases:

NORA leased certain facilities of the New Orleans Home Mortgage Authority
under an operating lease agreement.

Rental expense for the year ended December 31, 1997 under this lease was -
$12,000.

Management Contract:

In an agreement dated January 16, 1996 the Board of Commissioners of
NORA engaged the New Orleans Home Mortgage Authority (NOHMA) to
manage all of the NORA functions and responsibilities, including its programs,
personne] and finances beginning January 17, 1996. In consideration for those
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 11 -

NOTE 12 -

Management Contract, Continued:

services rendered NORA will pay NOHMA an annual management fee of
$50,000. In addition to the fee, NOHMA may charge NORA for actual
budgeted expenses related to the administration and management of NORA''s
programs and finances.

Additionally, in an agreement dated May 1, 1996 the Division of Housing and

Neighborhood Development (DHND) and NORA agreed to grant code
enforcement powers and authority to the housing inspectors employed by

NORA which are possessed under law by the DHND. The management
contract was terminated effective January 16, 1998.

Retirement System:

Plan Description

NORA participates in a qualified defined benefit pension and retirement plan
under Section 401(a) of the Internal Revenue Code operated by the Louisiana
State Employees' Retirement System (LASERS). Membership in LASERS is
mandatory for all State employees whose agency 1s a LASERS participant
except those excluded by law.
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NEW ORLEANS REDEVELOPMENT AUTHORITY

NOTES TO THE COMBINED FINANCIAL STATEMENTS, CONTINUED

NOTE 12 -

NOTE 13 -

NOTE 14 -

Retirement System, Continued:

LLASERS is a public trust fund created by Act of Loutisiana Legislature in 1946
to provide retirement allowances and other benefits to State officers and

employees and their beneficiaries.

Plan Funding

Funding for the system comes from these sources; employee's contribution
which, i1s currently 7.5% of earned compensation, employers contribution
which is currently 12.10%, and earnings from investments. For the year ended

December 31, 1997, NORA's pension cost was $18,037.
Information on the plan can be obtained at the following address:

Louisiana State Employees Retirement System

8401 United Plaza Blvd.

P. O. Box 44213
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